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Financial 

Highlights 


1971 


1970 Percent 
Increase 


Net sales 

$ 302 , 135,000 

$260,986,000 

15.8 

Net income 

23 , 438,000 

20,878,000 

12.3 

Earnings per share 

$ 1.94 

$1.76 

10.2 

Dividends per share 

1.04 

1.01 

3.0 

Shareholders’ equity 

$ 127 , 684,000 

$111,071,000 

15.0 

Average shares outstanding during year 

12 , 075,000 

11,846,000 

1.9 

Number of shareholders at year-end 

14,200 

14,159 

.3 



Worldwide sales by 
Product Line 1971 


Proprietary 
and Specialty 39% 


Cosmetics 30% 


Specialty Foods 13% 


Fragrances 9% 


Hospital Products 7% 


Sales as Agents 2% 


Total 100% 
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To Our 
Shareholders 

The record sales and earnings in¬ 
creases of 1971, achieved in the face 
of general economic difficulties at 
home and abroad, underscore the 
soundness of the accelerated growth 
program first blueprinted almost four 
years ago. 

In the interim, Chesebrough-Pond’s 
sales have increased from just over 
$165 million, as reported in 1967, to 
over $300 million in 1971. More 
importantly, our product base has 
grown in size and diversity while profit 
margins overall have remained at 
satisfactory levels. 

This progress has been accomplished 
through more diversified yet compatible 
acquisitions, such as Ragu; market 
expansion of established products, 
such as Q-Tips Cotton Swabs and 
Vaseline Petroleum Jelly; and finally, 
through an aggressive new products 
program designed to more fully utilize 
our total marketing potential. 

Now I can report to you that the diffi¬ 
cult new product launch decisions 
made in the troubled economic 
environment of mid-1970 have paid 
off handsomely as evidenced by the 
extraordinary 1971 sales growth of 
Vaseline Intensive Care Lotion and 
Prince Matchabelli’s Cachet fragrance. 

In the U. S., our most important mar¬ 
ket, we had the strongest year in our 
history, enabling us to more than offset 
anticipated lower earnings from inter¬ 
national operations. All four domestic 
divisions contributed substantially to 
the year’s results with an overall aver¬ 
age sales increase of 24.8 per cent and 
an earnings gain of 33.3 per cent. 

These gains reflect not only the impact 
of new products, but also the pre¬ 
viously forecast turnaround in sales 
and profits of the Hospital Products 
Division as well as the continued suc¬ 
cessful market penetration of Ragu 
spaghetti sauces and Prince Match- 
abelli fragrances. 

As a result, Chesebrough-Pond's 1971 
sales reached $302.1 million, which 
represented an increase of 15.8 per 
cent over the prior year’s $260.9 



million. Net earnings for 1971 ad¬ 
vanced 12.3 percent to $23.4 million. 
Earnings per share of $ 1.94 for 1971 
represented an increase of 10.2 per 
cent as compared with the $ 1.76 of 
1970 on a lesser number of outstand¬ 
ing shares. These increases gave the 
Company its 16th consecutive year of 
record sales and earnings. 

Internationally, the Company was 
faced with several problems during 
1971, some resulting from general 
economic conditions which affected 
most companies doing business 
abroad. The major factors in our lower 
profit performance were higher effec¬ 
tive taxes, lower interest income, new 
product introduction and plant start¬ 
up costs. While a few major devalua¬ 
tions were encountered abroad, the re¬ 
valuation of other currencies against 
the U. S. dollar reduced our net 
losses through foreign exchange to 
$478,000 compared with $977,000 
in 1970. 

In addition, the effect of the U. S. 
recession was noticeable in certain 
international economies, which 
adversely affected our sales in some 
countries. Other factors were the ter¬ 
mination of an agency contract in 
France representing a $3 million re¬ 
duction in sales, and changes under¬ 
taken in our distribution pattern 
in Japan. 

As a result, while international sales 
increased 3.6 per cent in 1971, profits 
declined 19.5 per cent. As a percentage 
of total corporate results, interna¬ 
tional operations accounted for 38 per 
cent of consolidated sales in 1971 
and 28.6 per cent of consolidated earn¬ 
ings. On the basis of stronger sales and 
earnings trends, observed in the fourth 
quarter, we anticipate a considerable 
improvement in International Division 
sales and earnings in the current year. 

With respect to the U. S. Government’s 
international monetary program, 
we believe the net result will be a plus 
for American companies. We are 
likewise encouraged by the latest 
expansion of the Common Market. In 
both cases, however, we believe 
manufacturers must continue to be 
allowed to determine the most effective 
means of supplying their markets. His¬ 
tory shows this policy in the long run 










almost always has been to the benefit 
of governments and corporations. 

In Chesebrough-Pond’s case, for ex¬ 
ample, we have maintained a net 
favorable balance of payments on 
overseas investment for many years. 
Any legislation designed to limit 
opportunity to manufacture abroad 
will affect not only Chesebrough- 
Pond's but, in our judgment, the health 
of the U. S. economy as well. 

Our growth plans for 1972 again 
will evolve from heavy emphasis on 
new products and market expansion 
worldwide. To satisfy the growing 
demand for our products, we are 
broadening the capital investment 
program announced at last year’s an¬ 
nual meeting. In 1971, approximately 
$ 12.6 million was expended, and in 
1972 we anticipate expenditures will 
increase to approximately $17 million. 

Since this program was announced 
the following has been accomplished: 

□ The purchase of a site and building 
for a new research and development 
center at Trumbull, Conn. 

□ The completion of a new separate 
operations facility at Clinton, Conn., 
which will free up much needed addi¬ 
tional manufacturing space at our 
plant there. 

□ The upgrading of production and 
warehousing facilities, through a 

100,000 square foot expansion, at our 
Ragu foods plant in Rochester, N.Y. 

□ The doubling of a plastics pack¬ 
aging plant at Jefferson City, Mo. that 
will enable us to produce even more 
of our packaging components inter¬ 
nally at a considerable cost savings. 

□ The opening of a new plant at 
Oberndorf-Am-Neckar, in West Ger¬ 
many, twice the size of our old one. 

□ The announcement in February 
1972 of plans to construct a com¬ 
bined tomato paste processing and 
spaghetti sauce packaging facility at 
Merced, Calif, that will provide the 
Specialty Foods Division with signifi¬ 
cant manufacturing economies be¬ 
ginning in 1973. 

□ Also in February plans were com¬ 
pleted to construct a new plant at 
Cuernavaca, Mexico to help us meet 
growing demand for our products 
while achieving production savings. 


The rather substantial savings achieved 
by producing the major portion of 
the plastic containers for Vaseline 
Intensive Care Lotion at our Jefferson 
City manufacturing center has en¬ 
couraged us to expand this program 
overseas. Additional plastic packaging 
equipment will eventually be installed 
at virtually all major manufacturing 
locations, enabling us to make further 
cost savings in this important area of 
our business. 

Overall operational cost savings stem¬ 
ming from the corporate expansion 
program will be considerable, having 
an important impact on 1972 and 
1973 results. While some additional 
short-term financing will be required, 
no permanent financing is contem¬ 
plated. 

Despite the current ambitious capital 
expansion program and new product 
development and introduction costs, 
the Company’s financial condition 
continues strong. The current ratio 
for 1971 was 2.3-to-l. 

With respect to the U. S. Government’s 
current economic program, we experi¬ 
enced no material effect on 1971 
costs or profits. However, as you know, 
government dividend policy did pre¬ 
vent us from increasing our dividend 
in the fourth quarter. This did not pre¬ 
clude our considering the matter on 
Feb. 16, 1972, when the board of 
directors voted an increase in the 
quarterly dividend from 26 to 27 
cents per share of common stock, the 
maximum allowable under President 
Nixon’s guidelines. 1971 represented 
the twelfth consecutive year of in¬ 
creased dividend payments. 

We did, of course, along with many 
other consumer companies, experience 
an increase in U. S. regulatory activ¬ 
ity reflecting the current Consumerism 
trend in our society. We welcome 
the legitimate aspirations of this move¬ 
ment, and in fact Chesebrough- 
Pond’s,with its long tradition of self¬ 
policing, found itself well-equipped to 
cope with the new attitudes and regu¬ 
lations. As I stated at last year’s annual 
meeting: “We do not agree with those 
who believe you can effectively leg¬ 
islate corporate social responsibility 
or with those who would deny it by 
maintaining that the social responsi¬ 


bility of business is only to make a 
profit.” Changing times, of course, 
require continuing review of current 
practices to make sure they adequately 
meet tomorrow’s needs. But, here I 
believe an enlightened, responsible 
management is in the best position to 
understand the total needs and bal¬ 
ance priorities. 

Our board of directors was strength¬ 
ened further during the year with the 
election of Anthony L. Conrad, presi¬ 
dent of RCA Corporation, and Donald 
G. Wiesen, Chesebrough-Pond’s 
treasurer, who was promoted to vice 
president-finance of the Company. Mr. 
Conrad succeeded Morris W. Primoff, 
who retired after many years of 
valuable service to the Company. 

Our research capability continues to 
grow. In 1971 our research staff was 
expanded to handle major new activi¬ 
ties, particularly in the Hospital 
Products and Specialty Foods Divi¬ 
sions. The move later this year to the 
new research facility at Trumbull, 
Conn, will greatly increase our capac¬ 
ity for the development of new prod¬ 
ucts and line extensions in the future. 

The significant investment implied in 
our expanding product development 
and marketing programs is part of our 
blueprint for long-term growth but 
will not violate our commitment to 
maintain a satisfactory rate of earn¬ 
ings increase year-to-year. 

In closing, and on behalf of the board 
of directors and other officers of 
Chesebrough-Pond’s, I congratulate 
all of our employees worldwide on 
their outstanding contributions to 
another good year, and thank all share¬ 
holders for their continued support. 

With economic conditions improving 
at home and abroad, and our new 
marketing programs progressing satis¬ 
factorily, we anticipate that 1972 
will be another year of record sales 
and earnings for Chesebrough-Pond’s. 

RALPH E. WARD, President 
March, 1972 
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Times change. People 
change. But respect for 
value remains. 


Operating Highlights 

Given the changes in consumer atti¬ 
tudes, the current economic environ¬ 
ment, and competitive changes in the 
marketplace, it has been often stated 
by business observers that only the big 
can survive. While it is true that coping 
with problems of these dimensions re¬ 
quires increasingly massive resources, 
bigness per se can be a negative. 

This is particularly true of the 
consumer packaged goods business, 
where responsiveness to change is vital, 
yet sometimes speed of reaction is in 
inverse proportion to the size of the 
thing that has to change. Chesebrough- 
Pond's management, in recognition of 
this potential problem, has deliberately 
encouraged a high degree of indepen¬ 
dence and entrepreneurial spirit among 




its domestic and international divisions. 
In responding to change in the world 
around it, the Company remains 
acutely aware of emerging trends while 
recognizing the necessity to distinguish 
carefully between the many short-term 
fads and the few long-term money¬ 
makers. Times change. People change. 
One thing, however, has not changed— 
respect for value. It is a tradition at 
Chesebrough-Pond’s and consumers 
recognize it. 

Behind any philosophy or numbers lies 
also, of course, Chesebrough-Pond’s 
diversity of operations, the value of 
which is reflected in the highlights 
which follow. 


Health/Beauty Expands 

The moderately-priced cosmetics, toil¬ 
etries, proprietary and specialty prod¬ 
ucts marketed by the Health and Beauty 
Products Division continued to account 
for the largest share of corporate sales 
in 1971, representing 34 per cent 
of the total. Divisional sales of 
$102,783,000 showed an increase 
of 20.5 per cent over the prior year’s 
$85,288,000. While attributable pri¬ 
marily to the outstanding success of 
Vaseline Intensive Care Lotion, credit 
for this record increase can be traced 
to solid sales growth in several estab¬ 
lished products as well. 

As part of our planning, product line 
extensions and new product introduc¬ 
tions continued at a good pace in 1971. 
In the third quarter the Vaseline Inten- 
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sive Care line was extended with the 
successful introduction of Vaseline 
Intensive Care Bath Beads and Bath 
Oil. Lightly scented. Vaseline Inten¬ 
sive Care Bath Beads turn the water 
Caribbean-blue and moisturize the 
skin without leaving a bath oil ring. 
The bath oil utilizes a special oil for¬ 
mula with a pleasant wisteria frag¬ 
rance. These new products were heav¬ 
ily supported with television advertis¬ 
ing and other promotion. 

Following plans made early in 1971, 
Vaseline Intensive Care Cream, a 
heavy- duty version of the hand and 
body lotion, was launched nationally 
in the first quarter of 1972. Entirely 
new ground was broken with the major 
introduction of Vaseline Intensive 
Care Baby Products. The initial prod¬ 
ucts in this line, which include powder, 
lotion and oil, were introduced to 
the trade in January of 1972 and na¬ 
tional consumer introduction, backed 
by heavy advertising, is scheduled for 
April, 1972. 

In the case of Pond's Creams, always 



a market leader, consumer appeal was 
enhanced with the addition of Pond's 
Lemon Cold Cream, a non-astringent 
formulation featuring a fresh lemon 
fragrance. 

Several successful products were added 
to the Cutex line in 1971 including: 
Nail Body, a strong but flexible elastic 
coating to help prevent nail damage; 
Creme Nail Polish, featuring eight new 
opaque fashion nail colors; and 
Moist Lipstick, offering 18 new shades 
in the popular new moist look. These 
products helped increase Cutex brand 
volume in 1971. 

Angel Face, the Division’s moderately 
priced face makeup line, introduced 
entirely new packaging, new shades 
and new formulas in 1971. The 


new products in¬ 
cluded: Blush and 
Gloss, the first blush¬ 
er for both cheeks 
and lips; and Brush- 
On Blush, a powder 
blusher in three 
shades. 

Groom & Clean 
Hairspray, a groom¬ 
ing spray that gives 
hair a clean, natural 
appearance, gave 
the Division a foot¬ 
hold in men’s hair- 
sprays, which now account for approxi¬ 
mately 30 per cent of the rapidly 
changing men’s hairdressing market. 
However, the total market has not 
shown much growth in recent years, 
which has limited the sales potential of 
all new product entries including ours. 

In the cold medicine market, the 
abnormally low level of colds during 
the year depressed the entire market, 
so that while the Pertussin line held its 
share, total market sales were off. Re¬ 
ports of a recurrence of the Asian flu 
in the current winter season, however, 
may have an impact on 1972 results. 

Vaseline Petroleum Jelly launched its 
second hundred years with a new con¬ 
venient oval-shaped jar that both looks 
good and, practically speaking, helps 
combat imitations as well as allowing 
about a third more jars to be carried in 
the same retail shelf space. Consumers 
like the easy-open snap top and the 
wider opening of the new plastic 
container. 

Other contemporary packaging revi¬ 
sions included: the entire Cutex nail 
care line, Pond’s DreamflowerTn\c, 
and Pertussin 8-Hour and Pertussin 
Plus cold medicines. 

Advertising expenditures increased 13 
per cent for the year, reflecting the 
necessity of supporting established 
products while launching new ones. 
Appealing to consumer interest in 
product purity, a new “P Is for Pond’s 
Is for Purity” commercial helped stim¬ 
ulate interest in this established line. 

A new Q-Tips Cotton Swabs “Tickle 
Me” commercial was aired. Product 
benefit oriented advertising also was 
the basis of the Vaseline Intensive Care 


Lotion “Leaf" commercial and the 
new Vaseline Intensive Care Bath 
Beads advertising. 

In-store promotions proved especially 
relevant in 1971 ’s cost-conscious 
economy. One of the most successful 
was the summer “double pack” Q-Tips 
Swabs offer. Q-Tips Swabs increased 
sales by 11 per cent in 1971. 

Food stores continue to grow in im¬ 
portance, accounting, in fact, for the 
Division’s highest volume of sales. 
Toiletry and proprietary products 
were sold in largest volumes in food 
chains, drug chains and discount 
stores. Variety store chains continued 
as the largest distributors of the Divi¬ 
sion’s shaded cosmetics in 1971. 



Fragrances Grow 

Stimulated by the extraordinary suc¬ 
cess of its latest fragrance, Cachet, and 
an excellent increase by its established 
fragrance. Wind Song, the Prince 
Matchabelli Division concluded the 
most successful year in its history. 

Sales of $25,470,000 represented an 
increase of 19.9 per cent over 1970’s 
$21,234,000. By comparison, the total 
U. S. fragrance market in 1971 is 
estimated to have increased less than 
four per cent. As a percentage of total 
corporate sales, Prince Matchabelli 
now accounts for 9 per cent. 

Introduced in the third quarter of 
1970, Cachet fragrance’s first full year 
volume is approaching the Division’s 
number one fragrance, Wind Song, 
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Knowing a trend 
from a fad can be 
the difference between 
success and failure. 


which also is increasing its sales at a 
good rate. Moreover, in terms of 
packaging image and pricing, the 
Cachet line represents a significant 
addition to Prince Matchabelli. The 
new fragrance, supported by sub¬ 
stantial television and print advertis¬ 
ing, appealed successfully to the 
modern woman’s desire for greater 
individuality with its distinctive, non- 
traditional aroma. 

In accordance with our planned market 
strategy, Cachet fragrance was ex¬ 
tended in the third quarter into a bath 
line with four new products: After- 
Shower Splash, Moisturizing Bath Oil, 
Moisturizing Body Lotion and Per¬ 
fumed Powder Mist. Christmas sales 
for the fragrance line were especially 
good as buying confidence appeared to 
be returning in the economy. 

For the eye and face makeup market, 
the Division added a line of Strata- 


Gems eyeshadow shades and lash¬ 
lengthening mascara under the presti¬ 
gious A ziza brand name. 

Department stores and selected drug 
outlets continued to be the major 
avenues of distribution for Prince 
Matchabelli fragrances and Aziza 
makeup. 

After a year of market testing in exclu¬ 
sive boutique-type outlets, distribution 
of the Erno Laszlo skin-care prepara¬ 
tion line was expanded from depart¬ 
ment stores into boutiques and high 
fashion specialty stores, resulting in 
solid sales and earnings growth. 


Specialty Foods Accelerate 

The market expansion program for 
Ragu spaghetti sauces accelerated 
markedly in 1971 with the line’s suc¬ 
cessful introduction into nine new U.S. 





















markets. Major cities in the Southeast, 
Southwest, and Midwest were added to 
existing markets in the Northeast and 
West Coast, giving the Specialty Foods 
Division virtually national distribution 
for the first time. 

Sales from these new territories plus 
excellent dollar and market share gains 
in established and developing areas 
resulted in a record 32 per cent sales 
advance for the Division in 1971. Divi¬ 
sion sales of $39,166,000 accounted 
for 13 per cent of total corporate sales. 

Nationally, the spaghetti sauce market 
is estimated at $91.5 million retail, up 
16 per cent from the prior year. How¬ 
ever, the total Italian specialty foods 
market, consisting of canned, dry and 
frozen dishes, sauces and dressings, 
amounts to $360 million. Ragu sauces, 
with U.S. distribution coverage largely 
completed, is pointing toward this 
larger market as well with a newly 
organized research and new product 
development program. In addition 
Ragu sauce is becoming more and 
more a convenience food which is used 
by housewives for flavoring and food 
preparation in many dishes. We are 
taking advantage of this trend to pro¬ 
mote multiple use in the home. 

During 1971, Ragu line extensions 
took place in the form of a grated 
cheese topping and a red clam sauce. 
Expected to be more significant, how¬ 
ever, are some of the new products, 
many in entirely new categories. Now 
in various stages of testing by the Spe¬ 
cialty Foods Division, it is anticipated 
that one or more major new Ragu con¬ 
venience foods will be marketed 
in 1972. 

To keep pace with sales growth and pre¬ 
pare for the future, a new warehouse 
was added at the Rochester, N. Y. Ragu 
plant which freed up additional pro¬ 
duction space, potentially doubling 
the plant’s capacity. In addition, early 
in the first quarter of 1972 plans were 
announced to construct a tomato paste 
processing plant and spaghetti sauce 
manufacturing plant on the West 
Coast. This combined facility will pro¬ 
vide major overall cost savings in man¬ 
ufacturing as well as distribution in the 
years ahead. 

On a selected market basis, plans are 



now being made to begin the introduc¬ 
tion of Ragu sauces abroad during 
1972. In that regard, arrangements 
were initiated in early 1972 to man¬ 
ufacture and distribute Ragu sauces in 
Japan through one of that nation’s 
oldest and largest food companies. 


Hospital Division Advances 

The Hospital Products Division regis¬ 
tered a major turnaround in 1971. After 
a sales decline of 13 per cent in 1970 
and a loss for the year, comparative 
1971 sales increased 28 per cent and 
profits were well in the black. Sales in¬ 
creased a further 17 per cent, to 
$19,378,000, by including certain 
personal care products now sold by 
this Division. Total sales represented 
six per cent of Company volume. 

The sharp improvement reflects both 
the steady expansion of the Division’s 
product and market range and the 
resolution of technical problems in 
filling Government orders. Start-up 
costs at the new Watertown, N. Y. 
thermometer plant, where we now have 
an efficient operation, also had ad¬ 
versely affected prior year results. 

During the third and fourth quarters, 
two significant new products were 
introduced by the Division. One, the 
Medigree electronic thermometer, 
utilizes a disposable probe and records 
a patient’s temperature accurately in 
five-to-seven seconds. This develop¬ 
ment saves cost-conscious hospitals 95 
per cent or better of the time currently 
needed with conventional thermom¬ 
eters. The second, the Medi-Cath 
catheter system, was introduced 
nationally at the American College of 
Surgeons annual meeting in Atlantic 
City, N. J. in October. Based on a 
unique non-irritating silicone design, 
the Medi-Cath product has been 


recognized as a significant break¬ 
through in the field of intravenous 
catheterization. 

Under an exclusive licensing arrange¬ 
ment, both of these promising products 
are being introduced to medical per¬ 
sonnel by Division sales representa¬ 
tives equipped with special visual train¬ 
ing aids to promote their proper use. 
Acceptance to date has been excellent, 
considering the educational process 
necessary with such technical products. 

In the third quarter we purchased the 
facilities of Pioneer Laboratories Inc., 
Pleasantville, N. J., makers of sterile 
impregnated gauze preparations. This 
plant and equipment, with its im¬ 
proved techniques and new sterility 
system, will increase our capability to 
develop new sterile products in addi¬ 
tion to those now produced at our 
main operation in Clinton, Conn. 

In the fourth quarter, the patented, 
NDA-approved Virac germicidal 
line was acquired from Ruson Labora¬ 
tories. Well-regarded as a hospital 
disinfectant, its distribution will be ex¬ 
tended in 1972 by the Hospital Prod¬ 
ucts Division. 

Late in 1971 we announced the trans¬ 
fer of the operations of our Leesburg, 
Fla. thermometer manufacturing 
plant into our larger plant at Water- 
town, N.Y. Consolidation into Water- 
town will be completed by April 1, 

1972, eventually leading to overall 
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Diversification once 
again proved its value 
in 1971’s shifting 
economic currents. 



improvement in thermometer manu¬ 
facturing efficiencies. 

Future growth opportunities also were 
strengthened by the addition of several 
other specialized products during the 
year. These included: Scarlet Red, a 
specially impregnated gauze bandage; 
Xeroform Petrolatum Roll Dressing; 
and a new three-gram Foilpak size of 
Vaseline Sterile Petroleum Jelly. Vase¬ 
line Intensive Care Lotion, successfully 
introduced to the hospital market dur¬ 
ing the year, illustrates the synergistic 
possibilities for certain other Health 
and Beauty Products Division prod¬ 



ucts through this distribution channel. 
Overall, branded products, which com¬ 
mand higher profit margins, increased 
to 32 per cent of the Division’s vol¬ 
ume in 1971 from 9 per cent in 1970, 
and this percentage is expected to in¬ 
crease further in the future. 

International Sales Up, 

But Profits Down 

A combination of factors, including 
higher effective taxes, lower interest 
income, new product introductions and 
plant start-up costs and generally un¬ 
settled economic conditions in many 
countries, adversely affected sales and 
profits of the International Division in 
1971. While sales of $ 115,338,000 
were up 3.6 per cent, profits were off 
19.5 per cent. Overall in 1971, inter¬ 
national operations accounted for 38 
per cent of Company consolidated 
sales and 29 per cent of consolidated 
earnings. 

In Europe, the largest of Chesebrough- 
Pond’s five international area markets, 
sales of $41,087,000 were down eight 
per cent compared to the prior year’s 
$44,744,000. As a percentage of 
worldwide sales, Europe accounted for 
14 per cent in 1971. 

Virtually the entire area sales decline 
can be attributed to the loss of approx¬ 
imately $3 million in French agency 
sales of another manufacturer’s prod¬ 
uct line which was switched to direct 
selling in conformance with their long¬ 
term plan to have their own sales force 
rather than to use a distributor. 

Other factors adversely affecting Euro¬ 
pean performance were: higher fixed 
costs on new plant facilities in Ger¬ 
many, revaluation adversely affecting 
profits in Germany and Italy because 
of short-term debt position, and Vase¬ 
line Intensive Care Lotion introduc¬ 
tion costs throughout Europe. 

As 1971 came to an end, there were 
specific signs of improvement in Italy, 
where sales are gaining strength and 
Tricofilina shampoo is turning out to 
be a major new product success; and in 
Germany, where Q-Tips Swabs are 
ahead of budget, the Pond's and Cutex 
lines are up and Vaseline Intensive 
Care Lotion is coming on strong. 




















In the Western Hemisphere, which 
includes Canada and Latin America, 
sales were up 13 per cent to 
$34,367,000. These sales represent 11 
per cent of worldwide sales. 

All markets showed sales growth ex¬ 
cept Colombia. Largest individual 
increases were in Canada, where Vase¬ 
line Intensive Care Lotion is now the 
number one brand and Prince Match- 
abelli products grew strongly; Mexico, 
where excess trade inventories of prior 
years were reduced; and Brazil, which 
showed good increases in established 
products. 

Western Hemisphere earnings, how¬ 
ever, were down, due principally to the 
major devaluation in Argentina and 
new product introduction costs, pri¬ 
marily Vaseline Intensive Care Lotion 
and Ragu sauces in Canada. 

Far Eastern sales of $ 15,747,000,rep¬ 
resenting 5 per cent of 1971 world¬ 
wide sales, were up 6 per cent. The 
largest individual increases were in 
Australia and India. New products— 
Busy Girl spray-on dry shampoo and 
Vaseline Intensive Care Lotion—con¬ 
tributed heavily in Australia. In India, 
the brief war with Pakistan appeared 
to have no effect on the continued 
growth of sales. 

Earnings for the Far Eastern region 
were off slightly, due primarily to 
preparations for a changeover in the 
Japanese distribution pattern to in¬ 
clude direct accounts. Philippine sales 
and earnings were down because of 
general economic conditions there. 

The United Kingdom and Eire Divi¬ 
sion turned out to be the strongest per¬ 
former on the 1971 international 
scene. A weak profit contributor only 
a few years ago, the Division continued 
to gain in sales and profits in 1971. 
Division sales of $ 12,580,000 were up 
15 per cent, despite an economy which 
continued relatively soft in 1971. Sales 
were 4 per cent of worldwide sales. The 
internal strife in Northern Ireland did 
not affect the growth of sales in the 
market area in 1971. 

Among the area product stand-outs in 
1971 were makeup products called 
Cheeky Chops and Blinkers, as well as 
Vaseline Intensive Care Lotion. Pros¬ 


pects for 1972 are bright with several 
proven new products scheduled for 
introduction and with a new plastics 
packaging plant and warehouse under 
construction in the English Midlands. 

Africa once again reported sales 
and earnings increases. Sales of 
$11,557,000 were up 12 percent, 
accounting for 4 per cent of worldwide 
sales in 1971. 

Sales were ahead in all markets except 
the smallest, Ghana, and profits were 
ahead in all areas except South Africa 
and Ghana, because of devaluations, 


and Nigeria, recovering from political 
strife. To keep pace with demand, a 
new enlarged plant is planned for 
Zambia in 1972, for which land was 
purchased in 1971. 

Overall, 1972 is expected to produce 
a marked improvement in internation¬ 
al sales and earnings. In the short term, 
the worst is believed to be over with 
respect to dollar monetary changes 
and further economic decline. More¬ 
over, our strong new product program 
in the U.S. means continued new prod¬ 
uct opportunities abroad. Vaseline 
Intensive Care Lotion, off to a good 
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The potential for 
improved productivity 
is just beginning to 
be tapped. 


start in 1971 abroad, should recover 
its introduction costs in 1972 and 
make a good contribution to profits. 

Costs Reduced 

Planned worldwide cost reductions 
were realized in 1971 and are con¬ 
tinuing in 1972. 

These were achieved through a series 
of manufacturing, operating and pur¬ 
chasing efficiencies that will continue 
and grow in importance in the 
years ahead. 


I 



Perhaps the most significant savings 
were achieved through a continuation 
of the “vertical integration “program. 
The objective here is to increase the 
Company’s self-sufficiency in those 
areas of supply, such as plastic pack¬ 
aging, where in-house manufacture of 
selected standard items holds consider¬ 
able cost benefits over purchasing 
these materials from outside vendors. 

One of the largest single outside pur¬ 
chases by the Company is the wide 
variety of containers, amounting to 
over $ 10 million in 1971. Since many 
of these packaging components either 
are or could be plastic, Chesebrough- 
Pond’s is rapidly installing plastic 
molding equipment at virtually all 
major plant locations worldwide. 
During 1971, plastic molding capacity 
at the large Jefferson City, Mo. plant 
was doubled and expanded in capabil¬ 
ity into blow-molding and container 
decoration. Also during the year, 
plastic packaging equipment was 


installed at plants in South Africa, 
Malawi, Monaco, Argentina, Brazil 
and Canada. Installations are also 
planned for other countries in 1972. 

In another large volume purchase area, 
the Company is now making its own 
paper sticks for the Q-Tips line at loca¬ 
tions in the U.S., England, Germany 
and Canada and is doing its own cot¬ 
ton carding in the U.S., Canada and 
Germany. 

Operationally, further savings were 
achieved through the installation of 
semi-automated high speed production 
lines at various facilities. 

Facilities Expanded 

Considerable progress was achieved 
during the year in the multi-million 
dollar facilities expansion and mod¬ 
ernization program announced at the 
1971 annual meeting. This program is 
expected to generate further signifi¬ 
cant operational cost savings begin¬ 
ning in 1972. Expansion took place at 
many locations during 1971. Among 
the specific projects were: 

□ A new two-story,40,000 square 
foot Operations Center at Clinton, 
Conn., occupied in December, houses 
data processing (and its latest gener¬ 
ation 370 IBM computer), corpo¬ 
rate accounting, engineering, distribu¬ 
tion and domestic and international 
corporate manufacturing staff. 

□ An existing building and site pur¬ 
chased in Trumbull, Conn, will triple 
current research and new product de¬ 
velopment space. Renovation and ex¬ 
pansion will be completed by July of 
1972. 

□ At the Rochester, N. Y. Ragu plant 
a new 100,000 square foot warehouse 
and additional boiler capacity were 
added, permitting a doubling of plant 
production capacity. 

□ Work continued at Greenwich, 
Conn, on the new 120,000 square foot, 
leased corporate headquarters build¬ 
ing which is scheduled for occupancy 
in late Spring of 1972. 

□ West German production capacity 
was doubled with the opening of the 
new $2 l /2 million Oberndorf-Am - 
Neckar plant in the third quarter. This 
facility also is capable of supplying 
major items to the Common Market 
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in the years ahead. 

□ Land was purchased in the fourth 
quarter for a 65 per cent larger Mexi¬ 
can facility to be located at Cuerna¬ 
vaca. It is scheduled for completion in 
the third quarter of 1972. 

□ A new and larger factory was oc¬ 
cupied in Caracas, Venezuela. 

□ The Lima, Peru plant moved into 
newer, expanded facilities in the third 
quarter. 

□ Markham, Canada added a new 
46,000 square foot warehouse, freeing 
valuable manufacturing space. 

□ In Djakarta, Indonesia, construc¬ 
tion was started on a new 18,000 
square foot facility scheduled to be 
completed in the second quarter of 
1972. 

□ Land was purchased in Zambia for 
a new plant to be completed in 1972. 

In addition to these projects, in Febru¬ 
ary 1972 the Company announced the 
purchase of land in Merced, Calif, for 
the construction of a $3.8 million to¬ 
mato paste processing and spaghetti 
sauce packaging facility. 

Coupled with progress in the manufac¬ 
turing area were additional efficiencies 
in the distribution area. This involved 
a network of new and expanded distri¬ 
bution centers and limited use of fleets 
of leased trucks designed to improve 
customer service and help hold the line 
against the rising trend in distribution 
costs. 


Research Pace Continuing 

The success of Vaseline Intensive Care 
Lotion, Cachet fragrance and other 
new products of the past 24 months is 
directly related to the Company’s an¬ 
nounced plan to substantially increase 
the rate of research and new product 
development. At the same time, the 
Research and Development Division 
has had to respond to the many ramifi¬ 
cations of increased government inter¬ 
est in consumer products. The fact that 
the research budget has doubled in the 
last four years is indicative of our com¬ 
mit ment in this important area. 

In the new product area, considerable 



effort was expended during the year on 
the development of the new baby care 
line, to be introduced nationally in 
1972 under the Intensive Care label, 
and a major new 1972 fragrance line 


for Prince Matchabelli. The quality 
control function of the department also 
expanded considerably with the num¬ 
ber of new products introduced in 
1970 and 1971. 

Production or process development, 
another area of research activity, was 
highlighted by the successful resolu¬ 
tion of start-up operating problems at 
the Watertown, N.Y. thermometer op¬ 
eration and the development of im¬ 
proved plant processing techniques. 

Several important new research capa¬ 
bilities were inaugurated in 1971. 
These were the organization and initial 
staffing of the first formal Food Prod¬ 
ucts laboratory, further expansion of 
the Hospital Products research labora¬ 
tories, and the establishment of a new 
Applied Research Division to develop 
basic new product innovations. Pro¬ 
vision is being made at the new Trum¬ 
bull research facility for these func¬ 
tions which at present are operating in 
temporary quarters. 
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Net Sales by Division 

(in thousands of dollars) 

1971 

Health & Beauty 34% $102,783 


Specialty Foods 

13% 

$ 

39,166 

Prince Matchabelli 

9% 

$ 

25,470 

Hospital Products 

6% 

$ 

19,378 

Europe 

14% 

$ 

41,087 

Canada & Latin America 

11% 

$ 

34,367 

Far East 

5% 

$ 

15,747 

Great Britain & Eire 

4% 

$ 

12,580 

Africa 

4% 

$ 

11,557 

Total 

100% 

$302,135 




1970 

Health & Beauty 

33% 

$ 

85,288 

Specialty Foods 

11% 

$ 

29,765 

Prince Matchabelli 

8% 

% 

21,234 

Hospital Products 

5% 

$ 

13,347 

Europe 

17% 

$ 

44,744 

Canada & Latin America 

12% 

$ 

30,396 

Far East 

6% 

$ 

14,892 

Great Britain & Eire 

4% 

$ 

10,961 

Africa 

4% 

$ 

10,359 

Total 

100% 

$260,986 
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Consolidated 
Statement 
of Income 

Chesebrough-Pond’s Inc. 
and Subsidiaries 


Year ended December 31, 

1971 1970 


Net sales 

$ 302 , 135,000 

$260,986,000 

Royalties 

1 , 903,000 

1,731,000 

Operating revenues 

304 , 038,000 

262,717,000 

Cost of products sold 

124 , 462,000 

108,425,000 

Selling, advertising and administrative 
expenses 

131 , 599,000 

112,127,000 

Operating costs and expenses 

256 , 061,000 

220,552,000 

Income from operations 

47 , 977,000 

42,165,000 

Other income (expense): 

Interest expense 

( 3 , 899 , 000 ) 

(4,030,000) 

Interest income 

955,000 

1,569,000 

Loss on foreign exchange 

( 478 , 000 ) 

(977,000) 

Minority interest in earnings of 
consolidated subsidiaries 

_ 

(439,000) 

Miscellaneous—net 

86,000 

28,000 


( 3 , 336 , 000 ) 

(3,849,000) 

Income before provision for taxes on income 

44 , 641,000 

38,316,000 

Provision for taxes on income (including 
charge equivalent to tax benefit relative 
to the Stock Purchasing Plan—$884,000 
in 1971 and $663,000 in 1970) 

21 , 203,000 

17,438,000 

Net income 

$ 23 , 438,000 

$ 20,878,000 

Earnings per share* 

$ 1.94 

$1.76 


♦Based on average number of shares outstanding during the year. Dilution relating to convertible 
debentures and other rights was not material. 

See accompanying notes. 
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Consolidated 
Balance Sheet 

Chesebrough-Pond’s Inc. 
and Subsidiaries 


Assets 



December 31, 
1971 

December 31, 
1970 

Current Assets: 



Cash 

$ 6,317,000 

$ 7,357,000 

Short-term investments, at cost which 
approximates market 

5,539,000 

7,369,000 

Accounts receivable 

61,728,000 

54,172,000 

Inventories—lower of cost (first-in, first-out) 
or market: 



Finished goods 

24,364,000 

20,747,000 

Raw materials and work-in-process 

36,616,000 

26,446,000 

Prepaid expenses 

5,856,000 

5,777,000 

Total current assets 

140,420,000 

121,868,000 


Property, Plant and Equipment: 


At cost 

78,399,000 

66,895,000 

Less accumulated depreciation 

28,689,000 

25,724,000 

Net property, plant and equipment 

49,710,000 

41,171,000 

Other Assets, at cost 

3,834,000 

5,036,000 

Deferred Taxes 

589,000 

802,000 

Goodwill and Trademarks, at cost 

40,325,000 

34,638,000 


$234,878,000 

$203,515,000 


See accompanying notes. 
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Liabilities and Stockholders’ Equity 



December 31, 
1971 

December 31, 
1970* 

Current Liabilities: 



Notes payable and foreign bank overdrafts 

$ 14,812,000 

$ 8,432,000 

Accounts payable and accrued liabilities 

34,771,000 

26,623,000 

Federal and foreign income taxes 

10,600,000 

5,672,000 

Long-term obligations due within one year 

1,801,000 

1,861,000 

Total current liabilities 

61,984,000 

42,588,000 

Long-Term Obligations 

41,726,000 

45,523,000 

Deferred Executive Incentive Compensation 

1,922,000 

1,746,000 

Other Non-Current Liabilities 

1,562,000 

1,469,000 

Minority Interest in Consolidated Subsidiaries 

— 

1,118,000 

Stockholders’ Equity: 



Preferred stock—$ 1.00 par value 

Authorized and unissued—1,000,000 shares 

_ 


Common stock—$ 1.00 par value 

Authorized—15,000,000 shares 

Issued—12,184,468 shares 
(1970-12,019,550) 

12,184,000 

12,020,000 

Capital surplus 

19,496,000 

13,974,000 

Retained earnings 

97,711,000 

86,841,000 


129,391,000 

112,835,000 

Less 56,080 shares of treasury stock 
(1970-57,943), at cost 

1,707,000 

1,764,000 

Total stockholders’ equity 

127,684,000 

111,071,000 


$234,878,000 

$203,515,000 


* Reclassified to conform with 1971 presentation. 
See accompanying notes. 




















Consolidated 
Statements of 
Capital Surplus 
and Retained 
Earnings 

Chesebrough-Pond’s Inc. 
and Subsidiaries 


; 


* 



Capital Surplus 

Balance at beginning of year 

Year ended December 31, 
1971 1970 

$ 13,974,000 $ 6,261,000 

Add: 

Excess of conversion price of debentures 
over par value of stock issued less 
related expenses 

1,582,000 

2,445,000 

Proceeds in excess of par value of stock 
issued under the Stock Purchasing Plan 

794,000 

4,590,000 

Tax benefit relative to the Stock 

Purchasing Plan 

884,000 

663,000 

Amount in excess of par value of shares 
issued for minority interests 

2,262,000 

— 

Proceeds in excess of cost of treasury shares 
issued upon exercise of warrants 

— 

15,000 

Balance at end of year 

$ 19,496,000 

$13,974,000 



Year ended December 31, 
1971 1970 

Retained Earnings 



Balance at beginning of year 

$ 86,841,000 

$77,949,000 

Net income 

23,438,000 

20,878,000 


110,279,000 

98,827,000 

Dividends paid—$1.04 per share ($1.01 in 1970) 

12,568,000 

11,986,000 

Balance at end of year 

$ 97,711,000 

$86,841,000 


See accompanying notes. 
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Statement 
of Changes 
in Consolidated 
Financial 
Position 

Chesebrough-Pond’s Inc. 
and Subsidiaries 


Year ended December 31 



1971 

1970* 

Sources of Working Capital 

Net income 

$23,438,000 

$20,878,000 

Add charges to net income not involving 
working capital: 

Depreciation 

3,592,000 

3,038,000 

Stock Purchasing Plan tax benefit 

884,000 

663,000 

Minority interest in net income 

— 

439,000 

Deferred compensation and other 

482,000 

347,000 

Provided from operations 

28,396,000 

25,365,000 

Common stock issued for minority interest 

2,332,000 

_ 

Conversion of debentures into common stock 

1,760,000 

2,496,000 

Increase in long-term obligations 

— 

1,634,000 

Book value of disposed assets 

514,000 

1,545,000 

Proceeds from stock issued under Stock 

Purchasing Plan 

853,000 

4,876,000 

Decrease (increase) in other assets 

1,202,000 

(2,414,000) 


35,057,000 

33,502,000 

Applications of Working Capital 

Additions to property, plant and equipment 

12,645,000 

7,275,000 

Increase in goodwill 

5,687,000 

2,539,000 

Decrease in long-term obligations: 

Convertible debentures 

1,760,000 

2,496,000 

Other 

2,037,000 

1,240,000 

Dividends 

12,568,000 

11,986,000 

Decrease in minority interest 

1,118,000 

— 

Other 

86,000 

(102,000) 


35,901,000 

25,434,000 

Increase (decrease) in working capital 

$ (844,000) 

$ 8,068,000 

Changes in Components of Working Capital: 

Increase (decrease) in current assets: 

Cash and short-term investments 

$ (2,870,000) 

$ (3,023,000) 

Accounts receivable 

7,556,000 

7,153,000 

Inventories 

13,787,000 

4,792,000 

Prepaid expenses 

79,000 

1,003,000 


18,552,000 

9,925,000 

Increase (decrease) in current liabilities: 

Notes payable and foreign overdrafts 

6,380,000 

1,600,000 

Accounts payable and accrued liabilities 

8,802,000 

(2,014,000) 

Federal and foreign income taxes 

4,274,000 

1,640,000 

Long-term obligations due within one year 

(60,000) 

631,000 


19,396,000 

1,857,000 

Increase (decrease) in working capital 

$ (844,000) 

$ 8,068,000 


♦Certain items have been reclassified to conform with 1971 presentation. 

See accompanying notes. 
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Notes to 
Consolidated 
Financial 
Statements 


Basis of Consolidation 

The consolidated financial statements in¬ 
clude the accounts of all domestic and 
foreign subsidiaries. 

In October 1969, the Company acquired 
a controlling interest in International 
Chemical & Cosmetic Co., S.p.A. and 
three affiliated companies. In February 
1971, under provisions contained in the 
original purchase contract, the Company 
acquired the remaining minority interest 
in International Chemical & Cosmetic Co. 
and substantially all the minority inter¬ 
ests in the affiliated companies for cash, 
plus 69,767 shares of common stock and 
other consideration. The increase of 
$5,687,000 in goodwill and trademarks 
resulted primarily from this acquisition. 

Foreign Operations 

The consolidated balance sheet at Decem¬ 
ber 31, 1971 and 1970 included net 
assets of $58,766,000 and $46,992,000, 
respectively for subsidiaries and branches 
in foreign countries. Property, plant, 
equipment, goodwill and trademark ac¬ 
counts were translated into dollars at the 
appropriate rates of exchange at dates of 
acquisition. All other assets and liabili¬ 
ties were translated at the approximate 
year-end rates of exchange. Operating 
accounts, except depreciation, were trans¬ 
lated at rates of exchange in effect during 
the year. 

Results of foreign operations included in 
the consolidated statement of income 
were as follows: 

1971 _1970 

Net sales $115,338,000 $111,352,000 

Net income 6,702,000 8,323,000 

Stock Purchasing Plan 

At January 1, 1971,499,560 shares of 
common stock were reserved for issuance 
to certain employees under the Stock 
Purchasing Plan against which purchase 
elections for 106,115 shares were out¬ 
standing at prices ranging from $ 11.84 
to $19.24 per share. 

The Plan provides that no more than 
150,000 shares can be subscribed for in 
any one year and no more than 4% 


thereof can be allocated to any one indi¬ 
vidual in any year. Employees may pay 
for shares over a period of five years. 
Shares may not be disposed of for a period 
of five years from the date of the purchase 
agreement. 

During the year, employees were granted 
elections to purchase 115,545 shares at 
$21.20 per share (representing fourteen 
times the average earnings per share 
during the preceding five years), agree¬ 
ments for 1,015 shares were cancelled 
and 59,250 shares were fully paid for 
and issued. 

At December 31, 1971,440,310 shares 
were reserved, of which purchase elec¬ 
tions for 161,395 shares were outstanding. 

Under the Internal Revenue Code and 
pertinent regulations of the United States 
Treasury Department, the Company is 
entitled to tax deductions relating to the 
difference between the employees’ pur¬ 
chase price and the market value of the 
shares at certain relevant dates. An 
amount equivalent to the tax benefit pro¬ 
vided by these regulations has been 
charged to income and has been credited 
to capital surplus as additional consid¬ 
eration received by the Company for the 
stock sold under the Plan. 

Property, Plant and Equipment 

A summary of property, plant and equip¬ 
ment follows: 


1971 1970 


Land 

$ 5,014,000 

$ 4,434,000 

Buildings 

29,155,000 

24,670,000 

Machinery and 
equipment 

37,461,000 

32,332,000 

Leasehold 

improvements 

1,569,000 

1,221,000 

Construction in 
progress 

5,200,000 

4,238,000 

Less accumulated 
depredation 

78,399,000 

28,689,000 

66,895,000 

25,724,000 

Net property, plant 
and equipment 

$49,710,000 

$41,171,000 

Expenditures for 
property, plant 
and equipment 

$12,645,000 

$ 7,275,000 

Depreciation 

$ 3,592,000 

$ 3,038,000 


Effective January 1, 1970, the Company 
changed from accelerated methods of 
depreciation to the straight-line method 
for certain assets in the U.S. The change 
had no material effect on net income for 
1970. Depreciation on substantially all 
assets is now provided on the straight- 
line method for accounting purposes. 
The Company continues to use acceler¬ 
ated depreciation methods for U.S. 
income tax purposes and provides for 
deferred income taxes. Investment tax 
credits, which were not material in 


























amount, have been applied as a reduction 
of the provision for taxes on income. 

Long-Term Obligations 

Long-term obligations at December 31, 
excluding amounts due within one year 
were: 


4 Va% convertible 
debentures, due 
December 31, 

1971 

1970 

1983 

614 % convertible 
debentures, due 
December 15, 

$ 7 , 744,000 

$ 9,504,000 

1984 

5% Notes due in 
equal annual 
installments 

25 , 000,000 

25,000,000 

through 1976 
Long-term lease 

4 , 000,000 

5,000,000 

obligations 
Promissory Note 
due in monthly 
installments 

4 , 135,000 

4,385,000 

through March 10, 

1975 (interest at 


Vi % over prime) 

847,000 

1,634,000 

Total 

$ 41 , 726,000 

$45,523,000 


In 1969, Chesebrough-Pond’s Interna¬ 
tional Capital Corporation, a wholly- 
owned subsidiary, sold to purchasers out¬ 
side the United States $ 12,000,000 
principal amount of 4 3 A % debentures, 
and $25,000,000 principal amount of 
6 l A % debentures. These debentures are 
guaranteed on a subordinated basis as to 
principal and interest by Chesebrough- 
Pond’s Inc. During 1971 and 1970, 

$ 1,760,000 and $2,496,000 of the 4 3 A % 
debentures were converted into 35,901 
and 50,922 shares, respectively. The 
4 3 A % debentures are convertible into 
common stock of Chesebrough-Pond’s 
Inc. at $49.00 per share and are subject 
to redemption through annual sinking 
fund payments of $850,000 beginning 
December 31, 1976. The 6 l A % deben¬ 
tures are convertible into common stock 
of Chesebrough-Pond's Inc. at $53.50 
per share and are subject to redemption 
through annual sinking fund payments of 
$1,800,000 beginning December 15, 
1977. At December 31, 1971, an aggre¬ 
gate of 625,329 shares of common stock 
were reserved for conversion of the 
debentures. 

The agreement pertaining to the 5 % 
Notes provides that the Company will not 
pay cash dividends or acquire any shares 
of its capital stock except to the extent of 
$5,000,000 plus consolidated net income 
(as defined) subsequent to December 31, 
1960, or if the consolidated net current 
assets would be reduced by such action 
to less than $20,000,000. At December 
31, 1971, $58,436,000 of consolidated 
retained earnings were not restricted 
under these provisions. 


A long-term lease for a plant has been 
treated as a purchase for both accounting 
and tax purposes. An annual rental of 
approximately $400,000 is payable 
through 1985 to cover principal and 
interest payments on the related indus¬ 
trial development bonds. The Company 
has an option to purchase the facilities at 
any time by funding an amount sufficient 
to retire the then outstanding debt or 
for a nominal amount after the retire¬ 
ment of the debt. 

Deferred Executive Incentive 
Compensation 

Under the provisions of the Executive 
Incentive Profit Sharing Plan, $902,123 
was charged to income in 1971 and 
$745,608 in 1970. Of these amounts, 
payments of $281,245 and $ 171,740 
have been deferred in 1971 and 1970 
and converted into 4,231 units and 3,862 
units, respectively, measured by the cur¬ 
rent market value of a share of the Com¬ 
pany’s common stock. Participants will 

Report of 
Certified Public 
Accountants 


Arthur Young & Company 


receive, upon retirement, death or termi¬ 
nation of employment, shares of the Com¬ 
pany’s treasury stock equal to the number 
of units credited to their accounts unless 
the Company elects to distribute cash 
equal to the market value of such shares. 
Distribution to participants in 1971 con¬ 
sisted of 1,863 shares of treasury stock 
and cash equivalent to 2 units. At De¬ 
cember 31,1971, there were 51,782 
units credited to participants under the 
Plan. The estimated future federal tax 
reduction has been shown as deferred 
taxes in the balance sheet. 

Retirement Plans 

The Company has various retirement 
plans covering the majority of its em¬ 
ployees in the United States and other 
countries. The Company’s accounting and 
funding policies are the same. Amounts 
charged to income for all plans were 
$ 1,616,000 in 1971 and $ 1,122,000 in 
1970. Past service costs have been fully 
funded for the principal plans. 


277 Park Avenue 
New York, N.Y. 10017 


To The Stockholders , 
Chesebrough-Pond’s Inc. 


We have examined the accompanying consolidated balance sheet of 
Chesebrough-Pond’s Inc. and subsidiaries at December 31, 1971 and 1970 
and the related consolidated statements of income, capital surplus, retained 
earnings and changes in financial position for the years then ended. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the statements mentioned above present fairly the consolidated 
financial position of Chesebrough-Pond’s Inc. and subsidiaries at December 31, 
1971 and 1970, the consolidated results of operations and the changes 
in consolidated financial position for the years then ended, in conformity 
with generally accepted accounting principles applied on a consistent basis 
during the period. 






February 18, 1972 
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Ten-Year 

Summary 

1962-1971 

Chesebrough-Pond’s Inc. 
and Subsidiaries 

(in thousands of dollars) 



1971 

1970 

Operations: 

Net sales 

$ 302,135 

$ 260,986 

Royalties 

1,903 

1,731 

Operating costs and expenses 

256,061 

220,552 

Income before taxes 

44,641 

38,316 

Income taxes 

21,203 

17,438 

Net income 

23,438 

20,878 

Earnings per share 

$1.94 

$1.76 

Dividends per share 

1.04 

1.01 

Pre-tax income as a per cent of net sales 

14.8% 

14.7% 

Net income as a per cent of net sales 

7.8% 

8.0% 

Y'ear-End Financial Position: 



Current assets 

$ 140,420 

$ 121,868 

Property, plant and equipment (net) 

49,710 

41,171 

Total assets 

234,878 

203,515 

Current liabilities 

61,984 

42,588 

Working capital 

78,436 

79,280 

Total liabilities 

107,194 

92,444 

Stockholders’ equity 

127,684 

111,071 

Stockholders’ equity per share 

$10.53 

$9.28 

Return on stockholders’ equity 

21.1% 

22.2% 

Shares outstanding (excluding treasury shares) 

12,128,388 

11,961,607 

Stock Price Range 

60»/2-44«/2 

52%-32% 

1965-1968 restated for poolings of interests. 

Earnings per share based on the average number of shares outstanding. 

Shares outstanding, all per share figures and the stock price range 
have been adjusted for the stock split in 1964. 




Disposition of 1971 
Revenue Dollar 


Selling, Advertising and 
Administrative Expenses 440 


Cost of Goods 410 


Taxes on Income 70 


Dividends 40 


Earnings Reinvested 40 












1969 

1968 

1967 

1966 

$ 230,908 

$ 205,492 

$ 180,879 

$ 168,025 

1,966 

2,072 

2,205 

2,139 

194,249 

172,579 

154,071 

144,885 

37,538 

34,105 

27,853 

23,912 

17,523 

16,461 

12,243 

10,509 

20,015 

17,644 

15,610 

13,403 

$1.73 

$1.53 

$1.37 

$1.18 

.94 

.86 

.78 

.70 

16.3% 

16.6% 

15.4% 

14.2% 

8.7% 

8.6% 

8.6% 

8.0% 

$ 111,943 

$ 97,254 

$ 80,236 

$ 71,485 

38,479 

28,532 

26,687 

25,825 

185,933 

141,898 

117,002 

107,466 

40,731 

38,055 

28,562 

27,162 

71,212 

59,199 

51,674 

44,323 

91,891 

58,895 

42,943 

42,588 

94,042 

83,003 

74,059 

64,878 

$8.09 

$7.20 

$6.46 

$5.72 

24.1% 

23.8% 

24.1% 

22.3% 

11,621,564 

11,524,373 

11,462,657 

11,339,503 

541/2-37 

4814-3414 

44%-27% 

32-20 


1965 

1964 

1963 

1962 

$ 150,147 

$ 125,985 

$ 116,885 

$ 114,581 

2,098 

1,911 

1,702 

1,606 

129,654 

109,674 

100,882 

100,698 

22,315 

18,313 

17,287 

15,000 

10,269 

8,483 

9,157 

7,703 

12,046 

9,830 

8,130 

7,297 

$1.06 

$ .97 

$ .81 

$ .73 

.62 

.50 

.42 

.35 

14.9% 

14.5% 

14.8% 

13.1% 

8.0% 

7.8% 

7.0% 

6.4% 

$ 68,750 

$ 57,767 

$ 54,104 

$ 51,621 

23,708 

16,280 

15,351 

14,835 

101,628 

82,586 

78,154 

75,428 

24,921 

20,080 

20,904 

20,266 

43,829 

37,687 

33,200 

31,355 

41,417 

30,566 

31,341 

32,755 

60,211 

52,020 

46,813 

42,673 

$5.30 

$5.13 

$4.64 

$4.24 

22.9% 

21.0% 

19.1% 

18.9% 

11,362,983 

10,143,245 

10,084,638 

10,054,530 

29% -21% 

22%-17% 

20%-17% 

20%-12% 
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World Operations 

U.S. Plant Locations 

Clinton, Connecticut 
Hillside, New Jersey 
Jefferson City, Missouri 
Norwood, New Jersey 
Oriskany Falls, New York 
Pleasantville, New Jersey 
Perth Amboy, New Jersey 
Rochester, New York 
Sherburne, New York 
Watertown, New York 

International Branches 
and Subsidiaries 

Argentina, Buenos Aires* 
Australia, Melbourne* 
Bahamas, Nassau 
Bermuda, Hamilton* 

Brazil, Sao Paulo* 

Canada, Markham* 

Colombia, Bogota* 

England, London* 

France, Paris/ Pont de L’Arche 
Ghana, Accra 

Guatemala, Guatemala City 
Holland, Amsterdam 
Hong Kong 
India, Madras 
Indonesia, Djakarta* 

Ireland, Dublin* 

Italy, Milan* 

Jamaica, Kingston 
Japan, Tokyo* 

Malawi, Blantyre 
Malaysia, Kuala Lumpur 
Mexico, Mexico City* 

Monaco, Monte Carlo* 

New Zealand, Auckland 
Nigeria, Apapa 
Panama, Panama City 
Peru, Lima* 

Philippines, Manila 
Puerto Rico, San Juan 
Rhodesia, Salisbury* 

Singapore 

South Africa, Germiston* 
Spain, Madrid* 

Switzerland, Geneva 
Thailand, Bangkok 
Trinidad, Port of Spain 
Uruguay, Montevideo* 
Venezuela, Caracas* 

West Germany, Munich/ 
Oberndorf-Am-Neckar* 
Zambia, Lusaka* 

♦Overseas Plants 

In addition to maintaining 
plants in 23 countries, 
Chesebrough-Pond’s uses 
the facilities of manu¬ 
facturing and selling 
representatives in 44 other 
important markets. 

Chesebrough-Pond’s 
products are sold in 
140 markets throughout 
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Chesebrough-Pond's Inc. 

4B5 LEXINGTON AVENUE. NEW YORK. N.Y. 10017 


Notice of Annual Meeting 


March 30, 1972 


To the Stockholders of 

ChesebroughPond’s Inc. 


NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders 
of Chesebrough-Pond’s Inc. will be held in the Bowman Room on the Lobby 
Floor of the Hotel Biltmore, Madison Avenue and 43rd Street, in the Borough of 
Manhattan, City and State of New York, on Thursday, May 4, 1972, at 10:30 
o’clock in the forenoon, Daylight Saving Time, to elect a Board of twelve Directors 
for the ensuing year and for the following purposes: 

1. To ratify the appointment by the Board of Directors of Arthur Young 
& Company as Certified Public Accountants to audit the financial 
statements of the Company for the year 1972. 

2. To consider and act upon a proposal to approve a stock option plan, 
as set forth in the accompanying proxy statement. 

3. The transaction of such other business as may properly come before 
the meeting. 


The date fixed by the Board of Directors as the record date for the determina¬ 
tion of stockholders entitled to vote at said meeting and any adjournment or 
adjournments thereof is the close of business on the 17th day of March, 1972. 


Frank J. McGroarty 
Vice President and Secretary 





















Chesebrough-Ponds Inc. 

485 LEXINGTON AVENUE. NEW YORK, N.Y. 10017 


Proxy Statement 

ANNUAL MEETING OF STOCKHOLDERS OF CHESEBROUGH-POND’S INC. 

This proxy statement is furnished in connection with the solicitation of proxies for use at the 
Annual Meeting of Stockholders of Chesebrough-Pond’s Inc. to be held on May 4, 1972. The enclosed 
proxy is solicited by the Management of the Company. Any proxy may be revoked by the stockholder 
at any time before it is voted. The cost of solicitation of proxies will be borne by the Company. 
Solicitation may be made by mail, personal interviews, telephone and telegraph by regularly engaged 
officers and employees of the Company. The Company may pay persons holding stock in their names 
or those of their nominees for their expenses in sending proxies and proxy material to principals. 

OUTSTANDING VOTING SECURITIES 

Only stockholders at the close of business on March 17, 1972 will be entitled to vote at the Annual 
Meeting. At that date there were issued and outstanding 12,169,666 shares of Common Stock. Each 
share of Common Stock is entitled to one vote. 

ELECTION OF DIRECTORS 

The persons named in the accompanying proxy intend to vote for the nominees for directors named 
below to serve for one year or until their successors are elected. If any nominee is unable to serve, 
which Management has no reason to expect, such persons intend to vote for the balance of those named 
and, if they deem it advisable, for a substitute nominee. 


Name 

Principal Occupation 

Year First 
Elected 

Shares 
Beneficially 
Owned as of 
February 25. 
1972** 

J. Edgar Bennett*. 

Group Vice President 

1970 

3,575 

John F. Betts. 

Chairman of the Board of Interpace 

1955 

6,750 

Anthony L. Conradf . 

Corporation 

President of RCA Corporation 

1971 

100 

Alfred S. Foote. 

Former Senior Vice President of Morgan 

1955 

1,500 

William L. Jackson*. 

Guaranty Trust Company of New 
York 

Group Vice President 

1968 

16,350 

Alexander N. McFarlane . ... 

Honorary Chairman of CPC Interna- 

1964 

300 

Frank J. McGroarty*. 

tional Inc. 

Vice President and Secretary 

1948 

25,336 

Alvin W. Pearson. 

Managing Director of Lehman Brothers 

1957 

1,500 

Albert B. Richardson. 

Incorporated (investment bankers) 

Vice President 

1957 

12,560 

Ralph E. Ward*. 

President and Chief Executive Officer 

1965 

26,935 

William C. Watson*. 

Executive Vice President 

1957 

29,800 

Donald G. Wiesen*ff . 

Vice President and Treasurer 

1971 

7,075 


* Member of Executive Committee. 

** Exclusive of units credited to the accounts of participants under the Executive Incentive Profit- 
Sharing Plan, as described under “Remuneration of Directors and Officers”, 
f During the past 5 years, Mr. Conrad has held various executive positions with RCA Corporation 
and its subsidiaries. 

ff Mr. Wiesen has held various executive positions with the Company during the past five years, both 
in the United States and overseas. 





























REMUNERATION OF DIRECTORS AND OFFICERS 


During the fiscal year ended December 31, 1971, the direct remuneration paid by the Company and 
its subsidiaries, to each director, and to each of the three highest paid officers, who received more than 
$30,000 and to all officers and directors as a group, was as follows: 


Name of Individual or 

Identity of Group 

Capacities in Which 
Remuneration Received 

Salary and 
Other 

Payments(I) 

Cash 

Distribution 

Under 

Profit Sharing 
Plan (2) 

Estimated 

Annual 

Pension 

Benefits(S) 


Director, President and 
Chief Executive Officer 

$119,933 

$ 41,400 

$ 60,000 


William C. Watson . 

Director, Executive Vice 
President 

82,725 

23,175 

29,390 

William L. Jackson. 

Director, Group Vice 
President 

67,108 

23,445 

22,548 

J. Edgar Bennett. 

Director, Group Vice 
President 

64,879 

— 

10,138 

Frank J. McGroarty . 

Director, Vice President 
and Secretary 

57,475 

— 

37,290 

Donald G. Wiesen . 

Director, Vice President 
and Treasurer 

44,249 

16,245 

24,703 

Albert B. Richardson. 

Director, Vice President 

49,478 

8,920 

22,860 

James H. Green . 

Director, Vice President 

36,850 

— 

- (4) 

All directors and officers as a group* .. 


$819,832 

$185,385 

$306,592 


Units Deferred Under Profit-Sharing Plan(2) 


Name of Individual or 
Identity of Group 

Ralph E. Ward . 

William C. Watson . 

William L. Jackson. 

J. Edgar Bennett . 

Frank J. McGroarty . 

Donald G. Wiesen . 

Albert B. Richardson(6) . 

James H. Green . 

All directors and officers as a group* ... 


Total to 

DiTidends(S) Deferral for 1971 December 31, 1971 


Units 

Dollar 

Equivalent 

Units 

Dollar 

Equivalent 

Units 

Dollar 

Equivalent 

100.35 

($ 5,704) 

80.92 

($ 4,600) 

5,665.63 

($ 

322,034) 

113.82 

($ 6,470) 

45.30 

($ 2,575) 

6,380.60 

($ 362,673) 

20.72 

($ 1,178) 

45.83 

($ 2,605) 

1,19927 

($ 

68,167) 

1.86 

($ 106) 

368.57 

($20,950) 

472.14 

($ 

26,836) 

102.65 

($ 5,835) 

313.15 

($17,800) 

6,026.10 

($ 342,524) 

9.09 

($ 517) 

31.75 

($ 1,805) 

538.14 

($ 

30,588) 

6.63 

($ 377) 

39.23 

($ 2,230) 

408.32 

($ 

23,209) 

8.44 

($ 480) 

123.15 

($ 7,000) 

593.55 

($ 

33,737) 

442.93 

($25,180) 

1,506.19 

($85,615) 

26,160.56 

($1,486,966) 


* Includes a total of 16 officers and directors for the full year and 5 for portions of the year. 

(1) Other payments consist of directors’ fees and payments in lieu of dividends on shares of Common 
Stock purchased but not yet issued under the Company’s Stock Purchasing Plan. 

(2) The Executive Incentive Profit-Sharing Plan, which was last approved by stockholders in May, 
1966, became effective January 1, 1958. Under the current Plan a committee of at least three 
non-participating directors each year selects for participation and determines the allotments to 
those key employees who contribute in a notable degree to the success of the Company. The total 
amount allocable annually is 3% of the first $15,000,000 of the Company’s net income (consolidated 
net income as set forth in the Company’s Annual Report but before allocations to the Plan, 
Federal or foreign income taxes and significant non-recurring items) for the year plus 5% of net 
income in excess thereof. No allocation is made during any year unless net income for such 
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calendar year as defined above shall be sufficient to pay all income taxes (other than taxes on 
excluded non-recurring items), pay a total annual dividend of 68per share on Common Stock 
presently outstanding (or its equivalent in the case of any Common Stock adjustment), permit an 
addition of $2,700,000 to retained earnings, and pay in full allocations to the Plan. No partici¬ 
pant shall be entitled to an amount in excess of 50% of his annual basic compensation in any one 
year. Cash distributions to any participant are determined annually by the committee The 
balance (shown in the table “Deferral for 1971” in parentheses) is converted to “Units” by 
dividing it by the average market price of a share of the Company’s Common Stock during 
December of the year for which the allotment was made. In December, 1971, this average price 
was $56.84. Such units, together with additional units in lieu of dividends, are credited annually 
to each participant. The total credit is converted to an equivalent number of shares of stock and 
such shares are distributed in installments upon retirement. Such conversion may also be made 
and such shares distributed upon termination of employment or death, either in installments or 
at one time. The Company reserves the right to distribute cash instead of shares in an amount 
equal to the then market price of an equivalent number of shares. The amounts shown in 
parentheses in the table “Total to December 31, 1971” represent the cash distributable if the 
Company exercised such right and the market price of a share of stock were $56.84, the average 
price in December, 1971. The deferred credits are forfeitable for acts detrimental to the welfare 
of the Company. During 1971, 89 persons participated in the Plan. 

(3) Except as otherwise indicated, amounts shown are payable under the Company’s Pension Plan which 
qualifies as non-discriminatory under Section 401 of the Internal Revenue Code of 1954 Such 
amounts assume remuneration at the same rate as at the close of the last fiscal year and retirement 
at age 65. The Company’s Plan was amended in 1971 to change the previous maximum retirement 
benefit of $30,000, an amount originally established in 1951, to $60,000 in order to more realistically 
reflect current conditions. 

(4) Mr. Green’s employment with the Company terminated effective January 31, 1972; he will not be 
entitled to any pension benefit from the Company. 

(5) Employee Participants in the Executive Incentive Profit-Sharing Plan, in lieu of cash dividends, 
are credited with the dollar amount which would have been paid as such dividends during 1971 if 
a Participant’s units were shares of Common Stock; such credit, however, is in the form of 
additional units determined by converting such dollar amount (shown in the table “Dividends” in 
parentheses) into units at the average market price of a share of stock in December, 1971 ($56.84). 

(6) At January 1, 1971, Mr. Richardson’s deferred account under the Plan also carried a credit in the 
cash sum of $53,913. Pursuant to the Plan as amended, interest on such deferred amount for the 
year 1971 at 3% per annum, or $1,617, has also been credited to his account. 


STOCK PURCHASING PLAN 

During 1971, purchase contracts were entered into under the Plan with officers named in the table 
under “Remuneration” and with all officers as a group for the number of shares, at the aggregate 
purchase prices and at the aggregate market values following: Ralph E. Ward 4,540 ($96,248) 
($244,593); William C. Watson 3,115 ($66,038) ($167,821); William L. Jackson 2,750 ($58^300) 
($148,156); J. Edgar Bennett 2,065 ($43,778) ($111,252); James H. Green 2,425 ($51*410) 
($130,647); Donald G. Wiesen 1,775 ($37,630) ($95,628); Frank J. McGroarty 1,665 ($35,298) 
($89,702), Albert B. Richardson 1,075 ($22,790) ($57,916); and all officers as a group 28,960 
($613,952) ($1,560,222). The aggregate market values shown are as of the date of each purchase 
contract although the shares may not be disposed of for a period of five years. During 1972 the 
Company has entered into additional purchase contracts (at a price of $23.32 per share) with certain 
officers named in the table under “Remuneration” and with other officers. 

In accordance with proposed regulations which have been issued by the Treasury Department 
pursuant to the Tax Reform Act of 1969, the Company understands that it will normally be entitled 
to a deduction at the then applicable tax rate in the taxable year following the year of execution of the 
purchase contract. The deduction would be the amount by which the purchase price is less than the 
market price on the date the shares are no longer subject to substantial risk of forfeiture (one year from 
the date of execution of the purchase contract). 
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INDEBTEDNESS 


The following officers of the Company were indebted to it and/or to a subsidiary in individual 
amounts exceeding $10,000 in connection with purchases under the Company’s Stock Purchasing Plan 
for Officers and Administrative Employees as follows: 


Name 

Nature of Relationship to Issuer 

Largest Amount 
of Indebtedness 
Outstanding Since 
January 1, 1971 

Amount of 
Indebtedness 
Outstanding as 
of March 10, 1972 

Ralph E. Ward. 

. ... President and Chief Executive Officer 

$128,076 

$80,721 

William C. Watson. 

.... Executive Vice President 

120,930 

120,930 

J. Edgar Bennett. 

.. .. Group Vice President 

68,210 

56,270 

William L. Jackson. 

.... Group Vice President 

114,765 

114,765 

Robert W. Bennett. 

.... Vice President 

41,656 

41,656 

Francis X. Golden . 

.... Vice President 

66,415 

66,415 

Jack J. Goodman. 

.. .. Vice President 

97,112 

97,112 

Perry D. Lindholm. 

.... Vice President 

117,600 

117,600 

Frank J. McGroarty. 

.... Vice President and Secretary 

64,515 

64,515 

Albert B. Richardson. 

.... Vice President 

48,112 

48,112 

Frank L. Stamberg. 

.. .. Vice President 

69,091 

69,091 

Donald G. Wiesen. 

.... Vice President and Treasurer 

94,163 

94,163 

J. Tylee Wilson. 

.... Vice President 

44,810 

44,810 

James H. Green. 

. .. . Former employee (Vice President)* 

51,410 

— 

Donald Heller. 

.... Former employee (Vice President)* 

57,112 

— 


♦ Indebtedness incurred while officer of the Company. 

A part of the indebtedness arises not from cash loans but from the participants’ agreements 
to pay the total purchase price for the stock, and a part arises from cash loans from a subsidiary 
of the Company to some participants in order to finance the payment to the Company by such 
participants of the total purchase price for the stock under their purchase contracts entered into 
in 1969 and/or 1970. Interest in the amount of 5% per annum is paid to the Company on the 
unpaid balance of indebtedness incurred by participants arising out of purchase contracts entered 
into in 1967 and 1968 under the Stock Purchasing Plan; interest at 7 l / 2 % or the prime rate, whichever 
from time to time is the lower, is charged by the Company on indebtedness under 1970 contracts. 
Interest at 7 l / 2 % or the prime rate, whichever from time to time is the lower, is charged on loans 
to participants made by a subsidiary of the Company to finance purchases under purchase contracts 
entered into in 1969 and 1970. No interest is charged on indebtedness arising out of purchase contracts 
entered into in 1971 and 1972, since the Plan was modified in 1971 to eliminate, as to purchase contracts 
entered into in 1971 and thereafter, (a) an interest charge on the unpaid balance of any indebtedness and 
(b) a payment in lieu of dividends on any stock unissued under such contracts. To the extent that the 
Company offers purchase contracts under its Stock Purchasing Plan to officers in the future and they 
enter into such contracts, they may incur additional indebtedness to the Company. 

RATIFICATION OF SELECTION OF AUDITORS 

The Board of Directors recommends that the stockholders ratify the selection of Arthur Young & 
Company as Certified Public Accountants to audit the financial statements of the Company for the year 
ending December 31, 1972. 

APPROVAL OF QUALIFIED STOCK OPTION PLAN 

The Company, since 1946, has provided to its officers and certain of its administrative employees 
a Stock Purchasing Plan. The most recent approval of that plan was given by the shareholders at 
the 1968 Annual Meeting. The Stock Purchasing Plan was designed to enable the Company to 
acquire and retain executive and administrative employees of the highest caliber by encouraging and 
increasing their proprietary interest in the Company. The Board of Directors has concluded that the 
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past operation of the Stock Purchasing Plan has been successful in attracting and keeping people of 
proven ability. 

However, the tax effect to the employees under the Stock Purchasing Plan has changed 
from time to time over the years since that plan was first introduced. The effect of these changes 
has generally been to change the nature of such income for tax purposes from capital gains to 
ordinary income, to increase the amount of income subject to tax, and finally to accelerate the time at 
which the tax would be due. 

In addition, the Company has been advised that its accounting treatment for the Stock Purchasing 
Plan may be subject to modification in the future if the accounting profession changes the principles 
under which such proprietary plans are now treated. This could have the effect of reducing the amount 
of net income that the Company would otherwise report. 

As a result of the changed tax treatment for the Company’s employees and the potential impact of 
a modified accounting treatment on the Company itself, the Board of Directors, after extensive discus¬ 
sions and research, decided it would be in the best interests of the Company to establish a method 
whereby the Company could be prepared, under changing circumstances, to motivate its employees 
in a suitable manner without necessarily relying upon the Stock Purchasing Plan to the same extent 
as it has in the past. The Board of Directors concluded that it would be advisable to adopt a 
qualified stock option plan and accordingly recommends to the stockholders the adoption of the 
Chesebrough-Pond’s Inc. Qualified Stock Option Plan (the “Plan”). It is the opinion of the Board 
that the adoption of this Plan, in conjunction with the existence of the Stock Purchasing Plan, will 
give the Company the flexibility it needs in meeting the demands of modern compensation practices. 
A copy of the Plan is annexed to this Proxy Statement as Exhibit A, and reference may be made to it 
for the specific provisions summarized in the following paragraphs. 

The Plan provides for the Board of Directors to appoint and maintain a Stock Option Com¬ 
mittee which will consist of members of the Board who will not be eligible to receive options during 
their period of service on the Committee and who have not been eligible for one year prior to such 
service. The Committee may, in its discretion, grant qualified options to purchase not more than 
500,000 shares to officers and other key employees of the Company or its subsidiaries (including 
directors who are also officers or employees) at an option price of not less than 100% of the fair 
market value of such Common Stock on the date of grant. The closing price of the Company’s Common 
Stock on the New York Stock Exchange on March 22, 1972 was $66 per share. The Committee shall 
determine the terms of each option, but the term may not exceed 5 years from the date of the granting 
thereof. Each option automatically terminates (a) one year from the date of the death of the optionee or 
(b) three months from the termination of the optionee’s employment with the Company for any reason 
other than death. The Committee also determines the date on which the option becomes exercisable, 
which may not be earlier than one year from the date of the grant of option. The option may be 
exercised in whole or in part only by the optionee during his lifetime, or after his death by his estate 
or by the person or persons entitled thereto under his will or the laws of descent and distribution. 
Options are not assignable or otherwise transferable except by will or the laws of descent and distri¬ 
bution. Since the granting of these options is an incentive device, no monetary consideration will be 
received by the Company for the grant of options. 

Under the Internal Revenue Code of 1954, as amended by the Revenue Act of 1964, if shares of 
Common Stock of the Company are transferred to an eligible employee (who does not own, including 
ownership by attribution, 5 per cent or more of the Company’s outstanding stock) pursuant to the 
exercise of a qualified option granted under the Plan, and, except in the case of termination of 
employment by death, such person has been an employee at all times from the date of grant of the 
option to the day three months before such exercise, and no disposition of such shares is made by such 
employee within 3 years after the date of such transfer, the employee will realize no income for Federal 
Income Tax purposes as a result of the granting or exercise of the option. In the event of the sale of 
the shares thereafter, any amount realized in excess of cost will be taxed as long term capital gains. 


5 










On the exercise of a qualified option the Company will receive the option price. The Company will not 
be entitled to any deduction for Federal Income Tax purposes, either in connection with the granting of 
qualified options or the issuance of shares upon their exercise unless the employee makes a disqualifying 
disposition of the shares, in which case the Company may be entitled to a deduction. The amount by 
which the fair market value of the shares at the time of the exercise of a qualified stock option exceeds 
the option price and an amount equal to one-half the excess of long-term capital gains over short-term 
capital losses upon sale of stock by the employee may constitute a tax preference which may be subject 
to the 10% tax imposed by Section 56 of the Internal Revenue Code and which may reduce the amount 
of the optionee’s income subject to the maximum rate of tax on earned income. With respect to the 
options, the taxable ordinary income of the holder may be taxable at the maximum rate of 50% specified 
in the Tax Reform Act of 1969 for “earned income”. Final regulations on this point have not yet 
been issued. 

The Plan provides that the Committee may permit the purchase of shares under option by payment 
partially in cash and partially by execution of a promissory note. The amount of the note would be 
subject to applicable margin requirements and corporate legal limitations. 

If required by applicable regulations issued by the Pay Board pursuant to the Economic Stabili¬ 
zation Act, the Company intends to apply to the Pay Board for its approval of the grant of stock 
options to employees under the Plan. 

The Plan limits the maximum number of shares which may be granted to one person to 5% of the 
total number of shares authorized under the Plan but, except for this limitation and for the total 
number of shares authorized, all decisions relating to the Plan are reserved to the Board of Directors 
or the Stock Option Committee. No determination has been made as to the number of employees, 
or specific persons, who may become eligible to participate in the Plan since such decisions will depend 
in part upon the ultimate resolution of the matters referred to above. It is the Company’s intention to 
register under the provisions of the Securities Act of 1933 all of the shares authorized hereunder, at or 
about the time it first grants options to purchase shares under the Plan. 

During the Company’s five fiscal years ended December 31, 1971 the purchase contracts which were 
entered into under the Company’s Stock Purchasing Plan by each director and each of the three highest 
paid officers of the Company whose aggregate direct remuneration exceeds $30,000 per year, all persons 
as a group who are presently officers and directors of the Company and all employees as a group were 
as follows: 


Name or Identity 

Capacity 

5 Years 
Aggregate 
Number of 
Shares 

5 Years 
Aggregate 
Purchase 

Price 

5 Years 
Aggregate 
Market Value 
as of Date 
of Contract* 

Ralph E. Ward . 

President and 

23,035 

$ 405,578 

$ 1,064,642 

William C. Watson . 

Chief Executive Officer 
Executive Vice President 

17,440 

302,104 

793,001 

William L. Jackson . 

Group Vice President 

13,850 

242,389 

636,266 

J. Edgar Bennett . 

Group Vice President 

3,575 

72,830 

165,235 

Frank J. McGroarty. 

Vice President and Secretary 

11,745 

197,370 

518,477 

Donald G. Wiesen . 

Vice President and Treasurer 

5,245 

95,741 

250,164 

Albert B. Richardson .... 

Vice President 

9,315 

153,352 

403,166 

All Present Directors and 


122,265 

2,149,158 

5,614,841 

Officers as a Group 
(13 persons) 

All Employees as a Group 


559,440 

9,725,841 

25,479,703 


* The aggregate market values shown are as of the date of each purchase contract although the shares may not be 
disposed of for a period of five years. 

Under the Company’s Retirement Plan the normal retirement benefit is computed on the basis of 
1)4% of the average annual earnings (during the five years prior to retirement) subject to social security 
taxation in the United States, plus 1)4% of the excess thereof, multiplied by the number of years of 
accumulated service under the Plan. 
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The amounts of current and deferred compensation paid or credited under the Executive Incentive 
Profit-Sharing Plan for the five fiscal years of the Company ended December 31, 1971 with respect 
to each director and each of the three highest paid officers of the Company whose aggregate direct 
remuneration exceeds $30,000 per year, all persons as a group who are presently directors and officers 
of the Company and all employees as a group were as follows: 


Name or Identity 

Ralph E. Ward . 

William C. Watson . 

William L. Jackson . 

J. Edgar Bennett . 

Frank J. McGroarty. 

Donald G. Wiesen . 

Albert B. Richardson .... 
All Present Directors and 
Officers as a Group 
All Employees as a Group 


Capacity 

President and 
Chief Executive Officer 
Executive Vice President 
Group Vice President 
Group Vice President 
Vice President and Secretary 
Vice President and Treasurer 
Vice President 


5 Years 
Affr«fate 
Cash 

Distributions 
(paid currently) 

$ 84,676 

73.461 

39,208 


44,482 

42,100 

523,428 

2,115,512 


5 Years Aggregate 
Deferred Compensation 


Units 

1,882.30 

1,361.28 

1,199.27 

472.14 

2,125.83 

213.38 

302.34** 

9,936.21 

24,209.69 


Dollar 

Equivalent* 

($ 106,990) 


77,375) 

68,167) 

26,836) 

120,832) 

12,129) 

17,185) 

564,786) 


( 1,376,079) 


* The amounts shown in parenthesis were determined by valuing each unit at $56.84, the average market price of a 
share of stock in December, 1971. See “Remuneration of Directors and Officers” above for a description of the 
Executive Incentive Profit-Sharing Plan. 

** Mr. Richardson’s deferred account under the Plan also accrued interest in the cash sum of $7,629. 


The Board of Directors recommends a vote in favor of the following resolution which will be 
presented to the meeting: 


RESOLVED, that the Chesebrough-Pond’s Inc. Qualified Stock Option Plan as set forth in 
Exhibit A to the Proxy Statement accompanying the Notice of the 1972 Annual Meeting of the 
Stockholders of the Company be approved and that 500,000 shares of Common Stock of the 
Company be authorized and reserved for issuance and sale pursuant to options granted under 
such Plan. 


The Plan requires adoption by the affirmative vote of the holders of a majority of the total out¬ 
standing Common Stock of the Company and, if adopted, would become effective January 1, 1973. 


OTHER BUSINESS 

The Management knows of no business that will be presented for consideration at the Annual 
Meeting other than that stated in the Notice of Meeting. However, if any other business shall properly 
come before the Annual Meeting, it is the intention of the persons named in the accompanying form of 
proxy to vote the proxy in accordance with their best judgment on such matters. 

* * * 

We hope you will be able to attend the meeting, but in any event we would appreciate your signing 
the accompanying proxy and immediately returning it in the enclosed envelope. Each stockholder, 
whether owning few or many shares, is urged to send in the proxy promptly. 

A resume of the proceedings of the Annual Meeting will be sent to all stockholders. 

As required by New York law, we hereby inform you that the Company has purchased from 
Pacific Indemnity Company a renewal of a Directors and Officers Liability and Company Reimburse¬ 
ment insurance policy at a total cost of $83,188 for the renewal policy’s three-year term, which com¬ 
menced February 3, 1972. All of the Company’s officers and directors are within the policy’s coverage. 

No payments have been made by the insurer to the Company or to officers or directors under this 
insurance. 

Respectfully, 
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Frank J. McGroarty, 

Vice President and Secretary. 



























EXHIBIT A 


CHESEBROUGH-POND’S INC. 
QUALIFIED STOCK OPTION PLAN 


1. Purpose 

The purpose of Chesebrough-Pond’s Inc. Qualified Stock Option Plan (hereinafter called the 
Plan ') is (a) to increase the ability of Chesebrough-Pond's Inc. (hereinafter called the “Company”) 
to attract to the employ of the Company and its subsidiaries and to retain therein persons of out¬ 
standing ability, (b) to provide additional incentive to selected employees upon whose judgment, ini¬ 
tiative and efforts the successful conduct and development of the Company's business largely depends, 
and (c) to encourage and assist such employees to share in the ownership of the Company, by enabling 
such employees to acquire stock ownership in the Company in such a manner as to provide the benefits 
available with respect to “Qualified Stock Options” as described in section 422 of the Internal Revenue 
Code of 1954, as amended. 

2. Stock Subject to Plan 

The stock subject to option under the Plan shall be shares of the Company's Common Stock, $1 
par value, whether authorized but unissued or reacquired and held in the Company's treasury. Except 
as otherwise provided in paragraph 9, the stock which may be sold pursuant to options granted under 
the Plan shall not exceed 500,000 shares. In the event that any unexercised option granted under the 
Plan shall lapse or terminate for any reason, the shares covered thereby shall thereafter again be avail¬ 
able for the granting of options hereunder. 

3. Option Price 

The price at which each share of Common Stock covered by an option granted under the Plan 
may be purchased shall be determined and fixed by the Committee hereinafter provided for, and shall 
be set forth in such option. Such price shall be not less than the fair market value of the Common 
Stock of the Company on the date such option is granted and shall not be less than the par value of 
the Common Stock. 

4. Payment for Shares Purchased 

The option price of each share purchased pursuant to an option shall be paid at the time an 
option is exercised either (i) in cash or the equivalent thereof acceptable to the Company or (ii) in 
the discretion of the Committee by payment in cash of not less than the aggregate par value of the 
shares being purchased and by execution of a note in the amount of the aggregate unpaid purchase price 
of such shares. The Committee shall specify the manner of payment of the option price at the time 
the option is granted and if payment is to be made partially by the execution of a note, the Committee 
shall specify the material terms and provisions of such note at the time of the granting of the option. 

5. Administration of The Plan 

The Plan shall be administered by a Committee to be known as the “Stock Option Committee” 
(hereinafter called the “Committee”) composed of not less than three members of the Board of 
Directors of the Company. The members of the Committee shall not be eligible to participate in the 
Plan while serving on the Committee and shall not have at any time within one year prior to such 
service been eligible to participate in any stock option plan of the Company. A majority of the mem¬ 
bers of the Committee shall constitute a quorum, and the acts of a majority of the members present at 
any meeting at which a quorum is present, or the acts approved in writing by a majority of the mem¬ 
bers of the Committee, shall be the acts of the Committee. 
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The Committee may, from time to time, adopt such rules and regulations for carrying out the 
Plan as it may deem proper and in the best interests of the Company. The interpretation and con¬ 
struction of any provisions of the Plan or options granted thereunder by the Committee shall be final 
and conclusive. 

6. Eligibility 

The officers and key employees of the Company or any of its subsidiaries (whether or not Direc¬ 
tors of the Company or any of its subsidiaries) shall be eligible to receive options under the Plan; 
provided, however, that no Director who is not otherwise actively employed by the Company or any 
of its subsidiaries shall be eligible. 

7. Grant of Options 

Subject to the terms of the Plan, the Committee shall have authority to select from the eligible 
persons those individuals to whom options are to be granted under the Plan, the number of shares to 
be subject to each option, and the option price of such shares, provided, however, that the maximum 
number of shares for which an option or options may be granted under the Plan to any one individual 
shall not exceed 5% of the total number of shares authorized to be optioned under the Plan. 

8. Terms of Option 

Each option granted under the Plan shall be evidenced by a written option grant in a form 
approved by the Committee, such option to contain, among other consistent provisions, the following 
terms and conditions: 

(a) Required Employment 

The option shall not be exercisable as to anv of the shares subject thereto until the optionee 
shall have completed one year of continuous service in the employ of the Company, or one or 
more of its subsidiary companies, after the date of grant. Absence on leave approved by the 
Committee shall not be considered an interruption of continuous service. If the optionee shall 
cease to be employed by the Company, or one or more of its subsidiary companies, prior to the 
expiration of one year after the date of grant then, irrespective of whether such termination of 
employment be occasioned by the death or disability of the optionee, or be at the instance of his 
employer, or otherwise, his option and all rights thereunder shall terminate, but nothing in this 
subparagraph shall entitle an optionee to remain in the employ of the Company or a subsidiary 
company, and the Company shall have the right to retire the optionee or otherwise terminate his 
employment at any time for any reason whatsoever. 

(b) Period of Option 

The option by its terms shall not be exercisable as to any. of the shares subject thereto after 
the expiration of five years after the date the option is granted. 

(c) Restriction on Exercise 

By its terms the option shall not be exercisable while there is outstanding (within the mean¬ 
ing of section 422(c)(2) of the Internal Revenue Code of 1954, as amended) any qualified or 
restricted stock option previously granted to the optionee to purchase shares in the Company or 
in a corporation which (at the time of the granting of the option) is a parent or subsidiary 
corporation of the Company, or in a predecessor corporation of any such corporations, unless all 
such options are for the purchase of stock of the same class in the same corporation and the price 
payable under all such previously granted options is not higher than the option price of the new 
option. 
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(d) Exercise of Option 

Subject to the provisions of subparagraphs (a), (b) and (c) hereof, the option may be 
exercised at such time and for such amounts as the Committee shall specify in granting the option. 

(e) Termination of Employment 

If the employment of the optionee terminates for any reason other than his death his option 
privileges shall be limited to the shares which, under the provisions of subparagraphs (a), (b) and 
(d) hereof, were exercisable by him at the date of the termination of employment. The restriction 
on exercise set forth in subparagraph (c) shall be disregarded solely for the purposes of 
determining the shares exercisable upon termination of employment. Such restriction shall, 
however, apply in determining when and if an option may be exercised following termination 
of employment. As to such shares, the option may be exercised within the period of three months 
after the date of such termination of employment (but not later than the expiration of the period 
specified in subparagraph (b) hereof) and at the expiration of such period (except as provided in 
subparagraph (f) hereof) the option and all rights thereunder shall terminate. 

(f) Death of Optionee 

If the optionee shall die while in the employ of the Company or one or more of its subsidiary 
companies, or within the period of three months after the date of the termination of such employ¬ 
ment, his option privileges shall be limited to the shares which, under the provisions of 
subparagraphs (a), (b), (c), (d) and (e) hereof, were exercisable by him at the date of his death. 
The restriction on exercise set forth in subparagraph (c) shall be disregarded solely for the purposes 
of determining the shares exercisable upon death. Such restriction shall, however, apply in 
determining when and if an option may be exercised following death. As to such shares, the 
option may be exercised, but only by his personal representatives or persons to whom his rights 
under the option shall pass by will or by the laws of descent and distribution, within the period of 
one year after the date of his death (but not later than the expiration of the period specified in 
subparagraph (b) hereof) and at the expiration of such period the option and all rights there¬ 
under shall terminate. 

(g) Nontransferability of Option 

During the option holder’s lifetime an option shall be exercisable only by him and shall not 
be transferable except for exercise as provided in subparagraph (f) hereof. 

9. Adjustments of Changes in Capitalization 

In the event of reorganization, recapitalization, stock split, stock dividend, combination of shares, 
merger, consolidation, rights offering, or any other change in the corporate structure or shares of the 
Company, the Committee shall appropriately adjust the terms of outstanding options (including the 
option price and the number, class and kind of shares covered by the option), and the maximum 
number, class and kind of shares available under the Plan and the maximum number of which may 
be optioned to any one person. Any such determination made by the Committee shall be final. The 
adjustment of the option terms shall be such as will give the optionee upon exercise of the option, for 
the same aggregate purchase price, the same total number, class and kind of shares as he would have 
owned had he exercised his option prior to the event and had continued to hold the shares until after 
occurrence of such event, provided, however, that fractional shares shall be disregarded and in lieu 
of any fractional share the Committee may appropriately adjust the purchase price by the market value 
of the fractional share interest as of the date of the event occasioning the adjustment. 

10. Effective Date and Shareholder Approval 

This Plan shall be subject to the approval of the holders of a majority of the voting power of all 
classes of voting stock of the Company represented at any meeting of shareholders of the Company to 
which it is properly submitted for approval; and the Plan shall become effective upon the January 1st 
succeeding such approval. 
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11. Amendment and Termination 

The Plan shall terminate at the close of business on the 10th anniversary of approval by share¬ 
holders and no option shall be granted under it thereafter. The Board of Directors may at any time 
prior to that date terminate the Plan and make such changes in it as the Board shall deem advisable, 
provided, however, that except as provided in paragraph 9 hereof, the Board may not without further 
shareholder approval change the class of eligible employees or increase the maximum number of shares 
available for options under the Plan, or reduce the minimum option price or extend the period during 
which options may be granted or exercised. No termination or amendment of this Plan may, without 
the consent of the optionee, terminate his option or materially or adversely affect his rights under 
the option. 
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